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EXECUTIVE SUMMARY

Senate Concurrent Resolution No. 153, SD. 1, H.D. 1 (1998) requested the Legidative
Reference Bureau, in consultation with the City and County of Honolulu’'s Department of Land
Utilization (now the Department of Planning and Permitting), to study existing regulations
affecting proposed developments in Waikiki and suggest ways to streamline the regulatory
process. This report analyzes relevant issues and the major laws affecting that process, and seeks
to balance the competing needs of protecting Waikiki’s environment while promoting Waikiki’s
economic revitalization. This report suggests possible directions for legislative action and makes
several recommendations to streamline the regulatory process, including the following:

Establish a 5-year Waikiki consolidated permit application and review pilot program,
which includes streamlining techniques in addition to those already specified in the
existing consolidated application process (CAP), to further increase permit
consolidation, coordination, and simplification for proposed Waikiki projects.

Amend the Environmental Impact Statement (EIS) law to accomplish various
streamlining objectives relating to Waikiki, including: implementing concurrent
processing (while alowing sufficient time for environmental review); updating and
standardizing agency exemption lists, allowing for the preparation of master and
focused EISs; establishing a regional environmental impact database; providing for
greater use of the Internet and other computer assisted technologies; implementing
environmental dispute resolution strategies, providing for standardized or joint EIS
documents for the State and City and County; providing for functional equivalentsin
the EIS law; and amending the “Waikiki trigger” by limiting its applicability to
proposed “major” uses in Waikiki, as defined by the City and County, and requiring
the OEQC to review the need for the continuation of that trigger after five years.

Amend the Coastal Zone Management (CZM) law by establishing a coordinated
permitting process for projects in Waikiki’'s Special Management Area (SMA) and
eliminating the statutory dollar threshold for SMA permits for Waikiki projects.

Amend planning laws by increasing coordination of state and local plans affecting
Waikiki; establishing an area-specific agency to streamline long-range planning,
including infrastructure improvements; and streamlining planning for Waikiki's
economic revitalization, including the creation of business improvement districts.

Amend the Automatic Permit Approval law (Act 164, Session Laws of Hawaii 1998)
by adding time extensions, application completeness provisions, and expedited
appeal s procedures to ensure long-term streamlining and avoid potential abuses.

Give the City and County of Honolulu greater responsibility and control over
streamlining without State interference, except where necessary to prevent
environmental degradation or achieve other statewide objectives.
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Chapter 1

INTRODUCTION

A. Scope of Study

Senate Concurrent Resolution No. 153, S.D. 1, H.D. 1, which was adopted by the State
Legislature during its 1998 Regular Session (see Appendix A), requested the Legidative
Reference Bureau (“Bureau”), in consultation with the Department of Land Utilization (now the
“Department of Planning and Permitting”) of the City and County of Honolulu, to:

1. Study existing regulations for proposed use projects located in the Waikiki area; and
2. Suggest mechanisms to streamline and eliminate duplicative process.

The purpose of this report is to address the issues discussed in the Concurrent Resolution
and related development, environmental, and streamlining issues as they apply to Waikiki, and
suggest possible directions for legisative action. While certain issues currently facing Waikiki,
such as crime and public safety, are important to Waikiki’s future, these issues are not discussed
in this report as they fall outside of the scope of the study requested by the Concurrent
Resolution. A discussion of other relevant issues, including transportation-related issues, are
included only to the extent that they relate to the subject matter of the Concurrent Resolution.

B. Boundaries of Waikiki

Formerly the home of Hawaiian royalty and King Kamehameha's first capital,* Waikiki,
meaning “spouting waters’ in Hawaiian,? once covered a much broader area than it does today:
“The ahupua’a, or ancient land division, of Waikiki actually covered the area extending from
Kou (the old name for Honolulu) to Maunalua (now referred to as Hawai'i Kai).”® Waikiki’s
marshland, the boundaries of which changed seasonally, once covered about three square miles
or 2,000 acres (about four times the size of Waikiki today) before the marshes were drained.*

For the purposes of this report, however, the boundaries of Waikiki are those delineated
in the City and County of Honolulu's land use ordinance establishing the Waikiki Special
District (WSD). These are the same boundaries used to determine whether a proposed action in
Waikiki will require an environmental assessment under the State’s Environmental Impact
Statement (EIS) law.> While the boundaries of Waikiki also included the Diamond Head area
under the original version of the EIS law when enacted in 1974,° and the City and County’s
Development Plans also include the Ala Wai golf course, school, and park,’ the current WSD
boundaries essentially cover that area of Oahu bounded by the Ala Wa Canal, Kapahulu
Avenue, and the shoreline, as shown in Appendix B.?

Certain projects that would appear at first glance to be in Waikiki are not actually in the
WSD, although they may impact on Waikiki. For example, the Waikiki War Memoria Park and
Natatorium are actually in Kapiolani Park in the Diamond Head Special District and not part of
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the WSD.? Likewise, the Waikiki Aquarium, the Waikiki Shell, and the Waikiki Bandstand,
despite their names, are not located within the WSD. Similarly, while the newly constructed
Hawaii Convention Center impacts heavily on Waikiki's traffic, tourism, economic
development, and other areas, the Convention Center lies completely outside of the WSD.*°

C. Methodology and Organization

The Bureau obtained information, data, and materials from the agencies and sources
identified in the Concurrent Resolution, through interviews with the named parties or
representatives of those parties, by telephone, in person, or both. The Bureau also mailed out a
nonscientific survey to various diverse organizations in both the public and private sectors, the
intent of which was to ascertain the views of those organizations on the issues presented in the
Concurrent Resolution and elicit new ideas and suggestions on those issues. The survey asked
whether the “Waikiki trigger” (discussed in chapter 3) should be repealed from the
Environmental Impact Statement law, and whether any changes should be made to the State’'s
Coastal Zone Management law or the City and County’s Waikiki Special District ordinance to
assist in streamlining regulations in Waikiki. The survey also asked for other specific measures
that could be taken by the State, the City and County of Honolulu, or both, to streamline and
eliminate duplicative regulations affecting Waikiki.

Surveys were sent to members of the public and government likely to be affected by
changes to regulations affecting Waikiki, including representatives of environmental groups,
planners, engineers, architects, business interests, labor interests, consultants, Native Hawaiian
interests, developers, contractors, and Waikiki community and neighborhood advocacy groups,
as well as persons who testified on S.B. No. 2665 (proposing to delete the “Waikiki trigger”
from the EIS law), S.B. No. 2204 (proposing maximum time periods and automatic approvals for
development or business-related permits, which was subsequently enacted as Act 164, Session
Laws of Hawaii 1998), and S.C.R. No. 153, S.D. 1, H.D. 1. Of 68 surveys sent out, only 17 were
returned by mail or E-mail. The Governor forwarded a copy of the survey to the state Office of
Planning and the Office of Environmental Quality Control for their response, while the City and
County Department of Permitting and Planning responded on behalf of Honolulu’s Mayor. A
sample copy of the survey letter and a summary of responses are attached as Appendix C, and
the survey distribution list is attached as Appendix D.

It should be noted at the outset that, unlike other recent studies regarding Waikiki, such
as the City Planning Department’s 1996 “Waikiki Planning & Program Guide”, which was
developed after receiving the input of a number of different people and interest groups over
“[m]onths of meetings, hours of testimony and the participation of countless organizations and
individuals’,** this report is decidedly undemocratic in its approach, due to limited time and
resources for the completion of the report. The bulk of this report consists primarily of areview
of relevant literature on the issues presented in the Concurrent Resolution, including relevant
laws of the State, the City and County, and other jurisdictions, as well as the author’s own
analysis of these issues.

In contrast to the City’s planning and program guide, no public hearings were held and
public involvement was extremely limited. While a number of people were interviewed and



INTRODUCTION

surveys were sent to groups representing various diverse interests in the topics under
consideration, and information from these sources has been included to the extent appropriate
and relevant, the survey was not intended to be a scientific or representative sampling, but rather
to simply generate new ideas on issues that have been studied extensively over the years.
Despite the absence of extensive public input, however, this report nevertheless seeks to balance
the competing interests involved in the issues presented in the Concurrent Resolution and arrive
at equitable possible directions for legidlative action.

This chapter introduces Senate Concurrent Resolution No. 153, SD. 1, H.D. 1, and
presents a methodology and an organizational framework for the study. Chapter 2 provides
background information regarding Waikiki, including reasons for the perceived need for
streamlining regulations affecting Waikiki and other relevant issues. Chapter 3 reviews the
primary federal, state, and local laws that affect streamlining issues. Chapter 4 discusses
techniques and proposals to streamline the regulatory process generally with respect to Waikiki
developments. Chapter 5 focuses on streamlining measures relating to specific state and county
issues affecting proposed Waikiki developments, including the Environmental |mpact Statement
law, the Coastal Zone Management law, and planning laws. Chapter 6 contains the Bureau's
recommendations and conclusion.

D. Proposed L egislation

Brief summaries of proposed legidation have been included in appendices at the end of
this report. Copies of the full text of these bills have been distributed to individual legislators
and are available at the Legidlative Reference Bureau and on the Internet on the LRB Library’s
website at www.state.hi.ug/Irb/study.html.  While each of the proposed bills relates only to
Waikiki, the Legidature may wish to amend these bills by expanding their application to other
areas within the City and County of Honolulu or the State.

Endnotes

! After his conquest of O’ahu, King Kamehameha retired to Waikiki: “Since he was there, along with his gods, his
court, his queen Ka ahumanu and Keopuolani, his wife-to-be, his generals and his priests, for intents and
purposes, his government was there, thereby making Waikiki his capital.... Kamehameha moved to Honolulu in
1809, ending Waikiki’s claim to being the capital. While this brief period hardly compares to the four-hundred
years or so that Waikiki served as a capital for other kings, it was the most eventful time in Waikiki’s history.”
George S. Kanahele, Waikiki, 100 B.C. to 1900 A.D.: An Untold Story (Honolulu, HI: The Queen Emma
Foundation, 1995), p. 90. However, “[1]t wasn't until 1810, after peaceful negotiations with the chief of Kaua'i,
that Kamehameha would finally be able to claim himself mo’i or ‘king’ of the Hawaiian Islands.” Glen Grant,
Waikiki Yesteryear (Honolulu, HI: Mutual Publishing, 1996), p. 4.

2 Grant, supra note 1, at 4.

3 Kanahele, supra note 1, at 5: “On a city map today, this measures roughly from Pi’ikoi and Sheridan Streets,
crossing near Roosevelt High School to the main ridge at Papakolea, passing over Tantalus to the peak of
Konahuanui, then along the crest of the Ko'olau Range aong the ahupua a of Kailua and Waimanao to
Maunalua.”

*1d. at 5-6.
® Hawaii Revised Statutes, §343-5(5).
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® As enacted, Act 246, Session Laws of Hawaii 1974, part of section 1, required environmental impact statements
to be prepared for “[@]ll actions proposing any use within the Waikiki-Diamond Head area of Oahu, the
boundaries of which are delineated on the development plan for the Kalia, Waikiki, and Diamond Head areas
(map designated as portion of 1967 city and county of Honolulu General Plan Development Plan Waikiki-
Diamond Head [Section A])...."

" The City and County of Honolulu's development plans for the primary urban center, which includes Waikiki,
defines Waikiki as “the area generally bounded by the Ala Wai Canal, the shoreline, Kapahulu Avenue, and
includes the Ala Wai Golf Course, Ala Wai School and Ala Wai Park.” Revised Ordinances of Honolulu
§24-2.2(b)(2).

8 Revised Ordinances of Honolulu §21-7.80-2(a) provides that the Waikiki Specia District boundaries are
identified on Exhibit 7.13, a copy of which is attached as Appendix B.

® State of Hawaii, Department of Land and Natural Resources, Division of Water and Land Development, Final
Environmental Impact Statement, Waikiki War Memorial Park and Natatorium (Honolulu: 1995), p. 3-34.

10 gtate of Hawaii, Convention Center Authority, Hawai'i Convention Center, Final Environmental Impact
Statement, Vol. 1 (Honolulu: July 1995), p. 1-5. The fina EIS noted, however, that the Convention Center
Authority would work closely with the City to ensure that the project supported the objectives of, and was
consistent, within legidative limits and project economics, with the objectives of the Waikik Master Plan. 1d.

1 City and County of Honolulu Planning Department, Waikiki Planning & Program Guide (Honolulu: Feb. 1996),
p. iii.

12 For example, Professor of Law Daniel Mandelker noted in 1976 that “Hawaii is blessed (or burdened?) with an
abundance of environmental, housing, and planning studies which constantly examine and re-examine the major
premises underlying urban growth and land planning policies for the idands” Daniel R. Mandelker,
Environmental and Land Controls Legidation (New York, NY: The Babbs-Merrill Co., 1976), p. 290. Numerous

additional studies have been requested on these issues since that time, especially with respect to Waikiki. Some
of these studies regarding Waikiki are reviewed in chapter 2.




Chapter 2

BACKGROUND AND ISSUES

The purpose of this chapter is to provide an overview of issues and background
information on Waikiki to provide a context within which to examine the streamlining issues
raised in Senate Concurrent Resolution No. 153, S.D. 1, H.D. 1 (1998).

A. I ntroduction

The focus of the Hawaii Legidature in adopting S.C.R. No. 153 is to “streamline and
eliminate duplicative process[es|” with respect to “existing regulations for proposed use projects
in the Waikiki area....” As a preliminary matter, it is important to note that while duplicative
processes, time delays, and related matters (which may be collectively included under the term
“red tape’), are significant issues, they are not necessarily the most important factors affecting
the pace of development in Waikiki. Other, arguably more important explanations for Waikiki’s
problems, including national and international factors influencing Waikiki development, are
briefly discussed in sections 3 and 4 of this chapter.

Thisis not to say that there is no need to streamline duplicatory regulations. Thereis, in
fact, much that can be done to assist in streamlining regulations affecting Waikiki. Streamlining
techniques and proposals are discussed in greater detall in chapters 4 and 5, and
recommendations are summarized in chapter 6. Nevertheless, streamlining is often used as a
“quick-fix” approach to resolving problems that may result in short-sighted solutions to what are
in reality long-term problems. In this context, the focus of the Concurrent Resolution on red tape
fails to adequately consider these other issues as discussed in this chapter, and may give policy
makers and others a false sense that streamlining measures will “solve” al of Waikiki's
development problems.

Unfortunately, streamlining red tape in Waikiki is simply the tip of the iceberg. The
intent of the discussion in sections 3 and 4 of this chapter on other issues affecting Waikiki
development is to place streamlining in a broader context to give policy makers a better
understanding of the complexity of the issues facing Waikiki, and the need to develop a long-
term perspective in seeking to resolve Waikiki’s problems that may include streamlining
measures, but which may also include such other areas as long-term planning. While beyond the
scope of this study, long-term planning involves including affected groups in a consensus-
building endeavor to develop goals and set and evaluate priorities. Streamlining, it may be
argued, often fails to adequately consider the long-term effects on the environment and local
community in Waikiki.

Moreover, in view of the fact that the Concurrent Resolution requests information
regarding how to streamline, rather than whether it is appropriate to streamline, the Legislature
implicitly takes the policy position that streamlining regulations in some form is appropriate with
respect to the Waikiki area. At the outset, it should be noted that many people completely
disagree with this policy position.
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One the one hand, there are those who argue that there is in fact no problem with the
existing State and City and County regulations affecting Waikiki, and that any attempt to change
those laws will result in further unsuitable development, as well as increase the risk of continued
environmental degradation in that district. Others contend that not only is there no need for
streamlining, but existing regulations should if anything be strengthened to provide for better
growth management and to ensure greater opportunities for meaningful public participation for
those affected by proposed projects in Waikiki. It isaso argued that the problem is not so much
“streamlining” — which is often considered a code word for the further weakening of
environmental and land use protections — but rather such areas as deficient planning, the failure
to adequately enforce existing land use and environmental laws, and insufficient funding and
enforcement of existing environmental programs.

It is further argued that amending the State’'s Environmental Impact Statement law by
removing references to Waikiki will remove the opportunity for meaningful public input in
proposed projects in that district, thereby subjecting Waikiki to potentially inappropriate
development that may substantially and permanently damage Waikiki’s fragile coastal
environment. Furthermore, it may be argued that this study itself, which is by its own terms
conducted without the benefit of public input, is yet another “quick fix” for Waikiki, in which
long-term planning for that district by community groups is sacrificed for short-term election-
year politics. When Waikiki tourism — still the State's “cash cow” — is threatened, it is argued
that Waikiki is used as a political football, as politicians look for ways to keep the tourists
money flowing rather than take responsibility for establishing reliable mechanisms to fund
needed improvements based on the expressed needs of Waikiki’s residents and others directly
affected by proposed devel opments.

On the other side are those who not only agree with the assumptions underlying the
Senate Concurrent Resolution, but believe that the Concurrent Resolution does not go far
enough. For avariety of reasons, it is argued, Waikiki has become not only an urban resort but a
declining urban resort, which needs an immediate infusion of capital to renovate its aging
infrastructure and physical plant if it is to not only remain competitive with other global tourist
destinations but to prevent its decline. Visitors, especially repeat visitors, seek new and
interesting reasons to visit, requiring Waikiki to continually reinvent itself. In an industry in
which hotels, restaurants, and other tourism-related businesses must be constantly changing and
improving, it is argued, duplicative and time-consuming regulations frustrate this objective by
slowing the pace of renovation and significantly adding to its cost.

Revitalization, it is argued, need not require the removal of the few remaining pockets of
open space in Waikiki, but may even allow for increased green space if greater densities are
permitted for the renovation of nonconforming properties. Waikiki should not be singled out for
increased scrutiny under the State’'s Environmental Impact Statement law because of the
multitude of environmental and land use protections built into other State and City and County
laws. A revitalized Waikiki, through the streamlining of duplicative and time-consuming
regulations affecting development, will benefit both residents and visitors alike and will help to
restore new life to that district. The best way to streamline Waikiki, it is argued, is for the State
to resist interference or micromanagement in what is primarily a local issue. While beyond the
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scope of this study, it is aso argued that the State should be spending less time seeking to fix
Waikiki’s problems and instead spend more time exploring long-term ways to diversify the
economy through such areas as technology and diversified agriculture to lessen Hawaii’ s reliance
on tourism as the backbone of state economic development, thereby giving the City and County
of Honolulu greater say over Waikiki’ s future.

Numerous plans and reports have been proposed for Waikiki over the years. Some of the
earlier plans, including Lucius Pinkham’s controversial 1906 “reclamation” report to the Board
of Health? and Lewis Mumford's 1938 “Whither Honolulu” report on city planning, “called for
the preservation of a parklike open, tropical atmosphere for Waikiki; the servicing of the district
by adequate and properly maintained public infrastructures, and convenient access.”® Later
plans have focused increasingly on assuring Waikiki's viability as a world-class visitor
destination while preserving and enhancing Waikiki’s existing residential communities.* S.C.R.
No. 153 isin fact one of two Senate Concurrent Resolutions adopted in the 1998 Regular Session
that seek solutions to Waikiki’s problems. The other resolution — Senate Concurrent Resolution
No. 191, SD. 2, H.D. 1, C.D. 1 (1998) — urged the State and City and County of Honolulu to
work cooperatively to form a Joint Waikiki Task Force to explore the revitalization and
renovation of Waikiki and surrounding areas, including the Hawaii Convention Center.”

Some of the most recent plans and reports relating to Waikiki that are discussed in this
study include the following:

Waikiki Tomorrow Conference Report (1989) was a state-funded conference
involving months of planning by a steering committee of public and private sector
participants and post-conference follow-up surveys, addressing economic,
environmental, social, cultural, and transportation issues.®

City and County of Honolulu General Plan (last amended by the City Council in
1992). The City’s General Plan asit relates to Waikiki is discussed in chapter 3 of
this report.

Vision for Waikiki 2020 and Vision for Hawaii 2020 (both published in 1992).
Vision for Hawaii 2020, a nonprofit organization, initiated Vision for Waikiki 2020
in 1990 using five internationally recognized planning and design teams to consult
with the community and prepare plans for Waikiki’s future.”

Waikiki Master Plan (1992) culminated a two-year consensus building effort led
by the City’s Department of General Planning to provide a framework for public
and private improvements to guide Waikiki into the next century.®

City and County of Honolulu Development Plan (last amended by the City
Council in 1996). The City’s Development Plan for the Primary Urban Center, of
which Waikiki is apart, is discussed in chapter 3 of this report.

Waikiki Planning & Program Guide (1996). This planning guide contains the
results of City and County-sponsored studies and reports on Waikiki “and builds
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upon the visioning and physical planning work conducted over the past few years,
in which hundreds of interested persons participated.”®

Waikiki Planning Working Group Report (1998) was a collaborative effort of
State and City and County agencies that was convened by the Governor in October
1996 to provide a coordinated effort to revitalize Waikiki.'°

Residents, businesses, developers, environmentalists, planners, and others who are
affected by state and county regulations affecting Waikiki developments are predictably cynical
about the prospects of yet another study in a seemingly endless series of studies, al resulting in
much talk and little action. This cynicism is reflected in the minimal response to the Bureau’'s
self-described “unscientific” survey of streamlining issues. This is not to say that there are no
problemsto “fix” in Waikiki, however.

This report makes a number of recommendations, including suggested legidative
measures, to assist policy makers in resolving the issues identified in the Concurrent Resolution.
However, part of the difficulty inherent in resolving the legitimate issues on each side is the
often extreme polarity between those who, on the one hand, oppose the removal of regulations
affecting Waikiki to prevent environmental degradation, with those who seek the removal of
duplicative regulations to encourage Waikiki’s revitalization. This report instead seeks to steer a
middle course. Viewing the two opposing positions as a continuum, with environmental
preservation in Waikiki at one extreme and unfettered development at the other, this study
proposes taking a balancing approach between these extremes whenever possible. This approach
will predictably appeal to neither side. One side will likely believe recommendations made in
this report go too far, while the other side will likely believe that the proposals do not go far
enough.* Despite these concerns, this report seeks to present the issues in a fair, balanced
manner, taking into account the arguments of opposing sides on each issue.

A key guestion that policy makers should bear in mind when considering the following
issues in this chapter is whether the streamlining of regulations affecting development in
Waikiki, which may encourage needed renovation and revitalization of that area, can be
accomplished without reducing environmental quality in Waikiki. In other words, how can
streamlining be reconciled with protecting Waikiki’ s natural environmental ?

B. Streamlining “ Red Tape”

As discussed earlier, the Concurrent Resolution focuses on the streamlining and
elimination of duplicative processes regarding regulations affecting Waikiki developments. This
issue of “red tape”’ covers such problems as time-consuming bureaucratic routine required before
official action can be taken on a permit, as well as unnecessarily complex or duplicative
paperwork required for processing permits. As a “multipermit state”, University of Hawaii Law
Professor David Callies has noted that “Hawaii has one of the most sophisticated and plan-
oriented (albeit time-consuming) land-use regulation and devel opment-permission systems in the
United States, if not the world.”** He further noted, however, that “Hawaii’s development
permit process is easily the most complex and time-consuming in the fifty states.”**
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Many argue that development in Waikiki is hindered in part by the number of permits
required, as well as delays in obtaining permits caused by excessive government red tape,
including duplicative paperwork, lengthy permit processing periods, overlapping or cumbersome
state and local regulations, and other factors. As discussed in chapter 3 of this report, the City
and County of Honolulu’s most recent permit register contains a listing of nearly one hundred
federal, state, and county permit and other procedural requirements. Many of these permits are
not required for Waikiki developments, nor are delays caused by bureaucracy limited to Waikiki
projects;** nevertheless, the large number of permits that a developer in Waikiki may need to
obtain contributes to the time needed simply to process all of the necessary paperwork involved.
Although some delay in the land-use permitting process is inevitable, the problem of delay raises
substantial policy and constitutional questions, although the question of whether this delay in
Hawaii amounts to a deprivation of property without due process of law has not been resolved.™

The overall complexity of Hawaii’s permitting system may contribute to delays in
processing permits, especialy if there is little coordination among state and county agencies
having authority to issue permits.*® Permit requirements drive up the costs of projects for several
reasons. First, many developers feel the need to obtain professional consultants to guide them
through the permitting process.’” Another factor is obtaining project financing, which can add
additional years to the completion of a project.® Changes in land development strategies and
market conditions may also affect the length of time needed to obtain permits.*

As will be discussed further in chapter 5, legidation enacted in 1998 requires the
establishment of maximum time periods for the review and approval of al business and
development-related permit approvals and licenses. The failure of the issuing agency to process
an application in atimely manner will result in automatic approval of the application. While this
law may help to reduce delays in processing permits, it may also create other problems as
discussed in that chapter.?°

Despite these problems, others contend that the permitting system is necessary and
beneficial, however complex and time-consuming, and allows issuing agencies the opportunity
to mitigate project impacts by attaching conditions to proposed developments® The permit
process itself also serves to protect the environment and make affected parties conscious of the
environmental and other impacts of proposed developments, provided that the process is not
overly cumbersome.”? Moreover, while obtaining environmental and other permits add to the
cost of a project, “[b]etween 50 and 60 percent of all environmental permit applications are
granted with little more than paperwork processing and payment of permit fees. When obtained
in conjunction with traditional building permits, the additional costs to the project are
minimal.”? The remaining percentage of projects requiring permits are delayed for a number of
reasons, including “[pJoor planning and blatant disregard for environmental degradation”;
however, “[m]ost delays ... stem from two general problems: the applicant’s failure to prepare
an unambiguous application and provide all required data, or the deterioration of the
agency/applicant relationship into that of adversaries. In most cases these delays are caused or
aggravated by permit applicants.”

The permit process can affect a project in three ways, namely, (1) time and expense; (2)
additions or dterations to plans; and (3) the demise of a project. The time it takes to obtain a
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permit, which can be as valuable as capital to many applicants, includes “application preparation,
waiting time until approval, delays in other phases of the project, and hours spent on the project
by various personnel (such as draftsmen, estimators, engineers, biologists, and typists).” Capital
expenses include “direct outlays in application fees, laboratory fees, legal fees, technical-expert
fees, telephone, general overhead costs, paperwork, and travel.” Alterations or additions can add
to project costs, and “occasionaly facilitate the granting of a permit and prevent permit denial or
subsequent litigation (which can be even more costly).” Finally, while project demise can
sometimes be avoided by compromise, “[m]ore typically, however, projects that meet with a
total denia of permits show alack of environmental consideration in the initial design phase and
atotal lack of early communications with environmental agencies.”

C. Other Issues Affecting Waikiki Development

While excessive red tape is certainly a problem affecting development in Waikiki, it is
only one of many such factors. The following are some of the other key issues affecting the
scope and pace of development in the Walkiki area. These and related issues may need to be
addressed by policy makers in the course of determining whether, and how much, streamlining
of regulationsis appropriate:

1. Environmental issues. One of the most contentious issues regarding proposed
projects and activities in Waikiki is that of the appropriate pace and scale of development versus
environmental protection and preservation in Waikiki. As discussed in chapter 3 of this report,
Hawaii’s Condtitution provides for the broad protection and conservation of the State's
environmental resources®® Statutes relating to environmental quality control, environmental
impact statements, and pollution control seek to implement the Constitution’s mandate that the
State and its political subdivisions “conserve and protect Hawaii’s natural beauty and all natural
resources, including land, water, air, minerals and energy sources....”*’ Hawaii has developed
rigorous protection of its environmental resources, it may be argued, because of the unique
problems facing Hawaii as the nation’s only island state.?®

Despite state constitutional provisions designed to protect Hawaii’s environment, and a
number of statutes designed to protect and preserve the State's environmental resources,
including strong enforcement provisions, these laws have proved ineffective in ensuring
environmental quality.?® Hawaii’s strong protection of its environment and natural resources,
perhaps more than any other state, isvital to itsvisitor industry: “Finally, probably no other state
is as economically dependent on the quality of its environment as is Hawai’'i. For Hawai'i’s
economic success to continue, the state must insure the protection of the beaches, coastlines,
swimming areas, and natural vegetation that do so much to attract tourism.”*® In particular,
environmentalists argue that Waikiki’s remaining resources — exploited through years of
overdevelopment — should be preserved, not only for their own sake but to ensure Waikiki’s
survival as a world-renowned tourist destination. After all, one of the primary reasons that
tourists have come to Waikiki over the years include Waikiki’s tropical setting, clean beaches
and water, views of Diamond Head and other scenic vistas, and natura beauty. If these
resources are degraded, it is argued, tourists would be less inclined to visit this particular urban
resort as opposed to other less expensive, less urban, and more accessible resort areas.
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Public participation in decision making affecting the environment and land use is also a
key component of preventing the degradation of Waikiki’s natural environment. Effective
citizen involvement, it has been noted, provides two major benefits: “increasing the civility of
the decision-making process and enhancing the rationality of policy decisions.... [T]rust and
civility must ultimately rest on citizen satisfaction with the openness, accessibility, and fairness
of administrative decison making.”® Removing the “Waikiki trigger” from the State's
Environmental Impact Statement law would significantly reduce the opportunity for public input
regarding projects that may adversely affect Waikiki’'s environment and reduce the
accountability of public officials. Streamlining, in this context, is viewed by environmentalists
as a euphemism for decreasing environmental regulation, in that it trivializes the public’s role in
decisions that affect the environment and removes or diminishes the State’'s and City and
County’s responsibilities in environmental regulation and preventing inappropriate development
that could irrevocably harm Waikiki’'s environment. Harming Waikiki’s environment, in turn,
would cause tourists to seek other tropical destinations with cleaner environments.

2. Development issues. Generally, developers argue that new development
contributes to state and local economic development by helping to create new jobs, revitalize
urban districts, and increase tax revenues, and that revenues from property and other taxes
accruing from development are needed to pay for schools, roads, water, sewage, and other public
services and infrastructure. Despite these public benefits from development, however, it is
argued that, beginning in the 1970s, with the enactment of numerous overlapping federal, state,
and local environmental controls, both large and small developers have been caught in “webs of
bureacracy, uncertainty, and ill-defined purpose....” %

In addition, it is argued, overlapping procedura and permitting requirements of
environmental protection statutes often place developers in a “take it or leave it” position when
dealing with government on unclear or sensitive ecological issues. Many developers were forced
to compromise with governments over environmental issues, often to their detriment: “In most
cases, the developer did the mgority of the compromising and often the end results showed that
the developer was required to concede much more in the direction of environmental protection
than the legislation initially intended.”®* Environmental permitting requirements also adversely
affect the time and cost of development, causing many developers to rethink the type and price
range of housing and other projects, or even whether to start proposed projects, leading one
commentator to argue that “[t]he permitting process failed to give balanced consideration to the
economic and social needs of society.”*

Developers in Waikiki have also faced significant opposition from the public. 1n 1993,
the City’s Planning Department wrote:  “Concerns regarding further development in Waikiki
have come to the forefront during the past year and led to a one-year construction moratorium.
Public opposition to development in Waikiki has become more vocal in light of severa recent
residential housing developments that were demolished in anticipation of redevelopment.”*
Development companies doing business in Waikiki will need to generate greater public support
to stay in business.®

Finally, it is argued that Waikiki is aready highly developed, and should not be treated as
if it were a non-urban resort destination. In this context, it is argued that development in Waikiki
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is already highly regulated. The “Waikiki trigger” in the State's EIS law is simply another
regulatory burden that developers find to be redundant or duplicative, given the existence of
other State and City and County laws regulating Waikiki development, as discussed in chapter 3,
which needlessly extend the time period for project completion and result in the wasteful and
inefficient use of resources. When Waikiki faced rapid development in the early 1970s, there
were no other mechanisms in place to provide for the comprehensive review of development
projects. However, there is no longer a continuing justification for singling out Waikiki for
specia environmental review, it is argued, given the existing rigorous permit requirements for
projectsin that district.

3.  Land use and planning issues. As Professor Callies has noted, “[t]here are few
matters of public policy in Hawaii that do not include planning for the use of land.”®" Hawaii is
unigue among the states in providing for state-wide land regulation: “The rational basis for this
state-centered land-use control is probably the historically central nature of government in
Hawaii. Thisis also reflected in the dearth of local governments. There are no cities, villages,
towns, or specia districts, but only the four counties of Honolulu, Hawaii, Kauai, and Maui.”*®
Centralized land use control was codified in the State's Land Use Law in 1961, which
“represented an attempt to preserve prime agricultural land from increasing urbanization in a
state that till regarded agriculture as its economic mainstay.”°

However, according to University of Hawaii Professor Karl Kim, changes in Hawaii’s
agriculture-based economy since that time have caused growing concern over the pace of
development and the direction of state land use, planning, and environmental policies.”® On the
other hand, Kent Keith, former President of Chaminade University in Honolulu, has argued that
public fears of overdeveloped land are misplaced, arguing that Hawali is not overdevel oped, but
rather “underpreserved.” He argues that there is actually “plenty of land”, most of which is open
space, but that the bulk of the population resides on Oahu, and that “significant growth in
residential and commercial development” can be sustained “with only a small increase in the
percentage of our land which is urbanized....”**

Development battles are also due in part to the sensitivity of land use decisions, which
affect not only the enjoyment of private property rights but “many other aspects of a
community’s lifestyle — e.g., population composition, environmental quality, recreational
opportunity, and fiscal stability.”** As noted earlier, public participation in decision making
affecting the environment and land use is a maor component to preventing environmental
degradation. However, controversies arising from land use decisions may result in conflicts
between citizens' groups and government agencies over land use decisions that could add further
delays to the permitting process.*® Streamlining measures that seek to reduce opportunities for
public participation may therefore fail to achieve their objectives in the face of strong public
opposition and mobilization against a controversial development proposed for Waikiki.

Development pressures experienced in other areas of Hawaii have been felt keenly in
Waikiki. The need for implementation of effective planning and land use regulations has been
advocated at least since the 1950s.** At that time, Waikiki’'s new “concrete canyons’, it was
believed, would make Waikiki less attractive to tourists, who were beginning to arrive in greater
numbers.* With statehood and the enactment of the Land Use Law, Waikiki became subject to
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greater planning. Y et despite a number of proposals, including plans for more orderly growth by
citizen advisory committees, as well as an urban renewa plan proposed by the Honolulu
Redevelopment Agency for part of the district, development and tourism pressures in Waikiki
continued to fuel construction without giving sufficient consideration to infrastructure and other
necessary improvements.*®

As noted in chapter 3, under Hawaii’s Land Use Law, lands in the urban district fall
under local control. As part of the urban district, lands in Waikiki are under the jurisdiction of
the City and County of Honolulu, which in 1976 responded to the rapid pace of development by
adopting a land use ordinance designating Waikiki as a“Special Design District” (later renamed
the “Waikiki Specia District” or “WSD”).*” However, the new ordinance ironically accelerated
the pace of development at first by aliberal grandfather clause allowing more than forty projects
to be constructed under the previous, more permissive zoning regulations; however, the pace of
development subsequently slowed dramatically.*®

In addition, as discussed further in chapter 3, subsequent amendments to the Waikiki
Special District in 1996 were designed to provide greater flexibility in replacing noncomforming
structures and uses in the district in order to encourage renovation. Some argue that the 1996
changes are counterproductive by alowing for greater building densities, which could once again
allow for uncontrolled growth. For example, Mr. Donald Bremner, a city planner and former
chief executive officer of the Waikiki |mprovement Association during the time that the Waikiki
Specia Design District ordinances were enacted, has argued that the 1996 amendments threaten
“the attractive environment of Waikiki with over-crowding by fostering population densities like
those found in New York City and Tokyo.”* Others maintain that the 1996 WSD amendments
now make it possible for hoteliers to renovate their properties with fewer restrictions, and that
overhauling obsolescent properties is needed to update 1950s and 1960s hotels to the standards
now expected by today’ s vacation and business travelers.™

The challenge for policy makers is to balance the need for streamlining regulations
affecting Waikiki to permit updating of older facilities and infrastructure with the need to protect
environmental quality in Waikiki. This is becoming increasingly difficult, both by Waikiki’s
growing population and the millions of tourists who visit Waikiki every day, both of which
“impose enormous burdens on the resources that serve to attract these tourists to Hawai’i. In
short, potential conflicts exist between, on the one hand, the need to continue the development of
an infrastructure to accommodate residents and visitors and, on the other hand, the desire to
accommodate massive tourism with a clean and healthy environment. How Hawaii addresses
these issues will determine its ecological fate.”>

4. Political Issues. Political issues with respect to streamlining regulations affecting
Waikiki relate primarily to state vs. county responsibility. This interjurisdictiona tension in
Waikiki is a reflection of the broader issue of where state and county responsibilities lie in the
implementation of the State's Land Use law.>® The federal government also plays an important
role in Walkiki’s land use and development policies. Professor Calies maintains that
“[nlowhere is federal 1and policy more an issue than over use and disposal in critical urban areas
like Waikiki where desirable oceanfront land is sought for development by the private sector and
for park or open space by the public.”>® However, while the federal government also shares
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some responsibility for public facilities and services, neither the State nor City and County have
jurisdiction over the federa government, and must seek its cooperation with respect to
overlapping jurisdictional issues. Federal, state, and local jurisdictions in Waikiki include the
following:

Federal. The federal government (the Department of the Army) has jurisdiction
over Fort DeRussy, which is strategically located near the center of Waikiki and is
now Waikiki’s largest open space, and the U.S. Post Office occupies a site on
Saratoga Road. The Waikiki Master Plan noted that while the Army “has sought to
work cooperatively with the State and City governments with respect to the
planning of facilities and the provision of services in Fort DeRussy, ... there are
elements of the current plans for Fort DeRussy which are in conflict with the goals
of the Waikiki Master Plan.”>*

State. The state government is responsible for several mgor facilities in Waikiki,
including: the AlaWai Cana and AlaWal Y acht Harbor, under the jurisdiction of
the Department of Land and Natural Resources (DLNR):> Ala Moana Boulevard,
under the jurisdiction of the Department of Transportation; Thomas Jefferson
Elementary School, under the joint jurisdiction of the Department of Education and
Department of Accounting and General Services, and various state health and social
welfare programs affecting Waikiki residents. In addition, the regulation of
activities and uses on Waikiki Beach and nearshore waters are under the jurisdiction
of the DLNR.>® Finally, the State provides direct support for the Hawaii Visitors
and Convention Bureau and its subsidiary, the Waikiki Oahu Visitors Association,
which are involved in market research and the promotion of Waikiki.>”

City and County. The City and County government is responsible for most public
services and facilities in Waikiki, including the following:

Public safety services, including police, fire, ambulance, and beach lifeguards;
Sewer and potable water supply systems;

Transportation system, including public transit, public parking, traffic control,
street lighting and signage, and most sidewalks and roadways, with the
exception of AlaMoanaBoulevard;

Public recreational facilities, including Kuhio Beach Park and severa small
parks within Waikiki;

Refuse collection for single family dwellings and small apartment buildings;
Housing assistance and programs for the elderly and disabled; and

Genera government functions, including regulation of development through
zoning and building codes.®
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The issue of state-county responsibility in Waikiki touches on the parallel issue of home
rule®® Home rule issues have been raised concerning state-county jurisdictional disputes over
the future development, direction, and control of Waikiki. On one side are those who believe
that the City and County should have primary responsibility and control over Waikiki’s future.
For example, former City and County of Honolulu Mayor Frank Fasi in the early 1990s opposed
plans for the creation of a state-created Waikiki task force as violating the City and County’s
home rule authority.®® Former state legislator Fred Hemmings has argued that state efforts at
regulating Waikiki would tend to duplicate county government efforts® Others regard the
State’s interest in Waikiki as a positive step towards collaboration on improving Waikiki or as a
catalyst for state-county competition.> Still others, including former Honolulu City Council
Chair Arnold Morgado, have maintained that the State is the proper entity to regulate Waikiki.*®
Proposals to merge the responsibilities of the State and City and County with respect to Waikiki
have not been pursued, however, apparently for lack of interest by government offices in ceding
authority over their respective jurisdictions. For example, the Waikiki Master Plan rejected a
plan to consolidate planning and services relating to Waikiki under a new authority.®*

Another concern is that developers in Waikiki may be caught in the middle of an inter-
jurisdictional dispute as to the appropriateness of a particular project. “A developer must
thoroughly analyze the political climate of the various levels of government to ascertain whether
they advocate no growth, controlled growth, or new development before undertaking a
project.”® A developer planning a project in Waikiki may be required to obtain government
approval for permits on the federal, state, and city and county levels. It is possible that a
developer can obtain the necessary approvals from two of the levels and till not be able to
proceed because of failure to obtain the necessary permits at the third level of government.
“How is it then possible for a developer to accurately and adequately plan for a project in an
atmosphere where politics may be the ultimate controlling factor? It is one more risk factor to be
considered.”®

5. Cultural issues. Cultural issues affecting Waikiki relate primarily to the emphasis
on creating, or recreating, a “Hawalian sense of place” in Waikiki (as required under 1996
amendments to the Waikiki Special District ordinances), and issues relating to Native Hawaiians.
Dr. George Kanahele, aloca authority on Hawaiian history and culture, noted the growing sense
of urgency on the part of many in the visitor industry that Waikiki be made more “Hawaiian”.®’
Dr. Kanahele further noted that while Waikiki had become “de-Hawaiianized” by the year
1900,%® a number of steps could be taken to make Waikiki more Hawaiian, as outlined in his

1994 work “Restoring Hawaiianness to Waikiki”.

The City and County of Honolulu has aso recognized the need for restoring Waikiki’s
Hawaiianness. For example, in reviewing ways to ensure the long-term health and vitality of
Waikiki, the City Planning Department in 1996 noted that there was a need for the availability of
adequate infrastructure; an efficient, reliable transportation system; a perception of Waikiki as a
clean, comfortable, and safe place to live; and, “perhaps most importantly, Waikiki must retain
and enhance its history, spirit, culture, and a ‘Hawaiian sense of place.’”® Dr. Kanahele has
been credited with developing and interpreting the concept of a Hawaiian sense of place, which
recently received wide publicity in the design of the Hawaii Convention Center.”® A 1996
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amendment to the City’s Waikiki Special District ordinance provides that one of the objectives
of that district is to “[p]romote a Hawaiian sense of place at every opportunity.” "

One of the primary reasons for developing a Hawaiian sense of place is to lure the
“contemporary traveler [who] now wants to learn about Hawaii’s history, wants to understand
Hawaii’ s culture and wants to experience Hawaii’ s unique qualities which can be found nowhere
else on this earth.”’? Efforts to implement this approach include public/private partnerships to
establish a Waikiki Historic Trial and Marker program as well as cultura and entertainment
programs featuring authentic Hawaiian music and dance, and by emphasizing the positive assets
in Waikiki’s environment.” Dr. Kanahele has maintained that qualified ethnic Hawaiians should
be invited to take an active part in Waikiki-related organizations, including the Waikiki
Improvement Association, Hawaii Hotel Association, and the Hawaii Visitors Bureau, and
should be placed on boards of directors or trustees of these and other organizations.™

Others argue that Waikiki fails to nurture or protect the tangible and intangible qualities
that make Hawaii unique: “Hawalian music is an example. It is now the biggest regional music
selling in the United States. But Waikiki showrooms host Las Vegas-style Elvis impersonator
shows and magic acts. Those who seek authentic Hawaiian would do better to travel to Carnegie
Hall in New York City, where it is often showcased.””® Some Native Hawaiians concerns for
Waikiki, however, go well beyond whether new or renovated buildings in Waikiki comply with
the Waikiki Special District’'s “Hawaiian sense of place” For example, Haunani-Kay Trask
argues that Native Hawaiians have been subject to the theft of both their culture and lands by
“the foreign, colonial country called the United States of America....””® Historically, Native
Hawaiian opposition to private and government plans for Waikiki date back to (at least) the last
half of the 19" century and the establishment of the AlaWai Canal in the 1920s.”’

Other potential cultural conflicts in Waikiki, mostly between Native Hawaiian groups and
developers who are concerned about project delays and rising construction costs, include the
following:

Historic preservation and the protection of inadvertently discovered Hawaiian burial
grounds and cultural and other archaeological sites;’®

Traditional and customary Native Hawaiian rights, including access, water, and
gathering rights;”®

Alteration of seaward boundaries, and ownership claims of submerged lands or
newly created beach front lands in Waikiki, such as by accretion or avulsion;*° and

Issues relating to ceded lands in Waikiki (public trust lands once belonging to the
Hawaiian Monarchy), including the State's payment of a portion of revenues
derived from the Waikiki Duty Free outlet — which is not located on ceded lands —
to the Office of Hawaiian Affairs.®
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6. Tourism issues. Waikiki is said to be “the heart of the visitor industry in the State

of Hawaii”,® and the economic engine that drives the State’s economy. In 1996, the City’s

Planning Department noted Waikiki’ s importance to the State’ s economy:

Today Waikiki hosts up to 70,000 visitors daily and has a direct work force for tourism of
38,800 persons. Waikiki generates 45% of al State visitor expenditures, nearly $4.9
billion annually. It generates 60% of all hotel room taxes, 16% of our state’s gross excise
tax, and 14% of the City real property taxes. It comprises 18% of the gross state product
(GSP).

Even if these impressive statistics may underestimate Waikiki’s economic contribution.
It is likely that many other parts of the state would lose their visitor appea if Waikiki
were not also available to visit.®

While Waikiki’s appeal to both domestic and international travelers “remains the alure
of its natural beauty and native culture” ®* there is a growing realization that Waikiki is in danger
of losing its strong market position due to a lack of reinvestment and renovation. For example,
the Waikiki Planning Working Group, a collaborative intergovernmental project convened by the
Governor in 1996, reported in 1998 that despite Hawaii’s competitive strengths, it was aso
beginning to experience some of the problems associated with a “maturing” visitor destination:
“Walikiki is the State’s largest and best known visitor destination, but it is aso our oldest. With
Waikiki’s visibly aging infrastructure, steps need to be taken to retain Waikiki’s image as our
flagship destination.”® The City Planning Department further noted the need for the upgrading
of Waikiki’s aging physical plant, noting that investment and reinvestment in Waikiki were
necessary to prevent decline, since “[u]rban decline would be disastrous to Waikiki's
competitiveness and to the State’ s economy.” %

While Walkiki remains the State's premier visitor attraction and the gateway for first
time visitors, the Neighbor Islands are drawing increasing numbers of visitors. These
destinations, many of which are master planned developments, are less urban and generally
newer than Waikiki. For example, in Waikiki, ninety percent of the room inventory in Waikiki
is ten years or older, while about fifty-five percent of Waikiki’s hotels are over twenty years old.
This compares to the visitor plant on the Neighbor Islands, “where only about 55 percent of
vigitor plant inventory exceeds 10 years, with many new developments still being planned. This
is indicative of the development boom that the Neighbor Islands enjoyed during the 1980s as
each Nei%tlbor Island increasingly became a more distinctive Hawaii destination apart from
Waikiki.”

In addition to aging infrastructure and dated resort facilities, other problems facing
Waikiki tourism include “overcrowding, traffic congestion, obliteration of views and landscape,
and urban decay.... Much of the charm, culture, beauty of the idealized Hawaii is disappearing
from Waikiki.”®® While Mr. Clem Judd, the former President of the Hawaii Hotel Association
has argued that “Waikiki has probably been the one resort that has defied the traditional resort
decline syndrome”,® others argue that “...Waikiki has been deemed obsolete, decaying, a
candidate for long-term rehabilitation by Resorts Anonymous.”® Some of the less desirable
aspects of Waikiki may even be discouraging repeat visits to Hawaii.” The increasingly urban
character of Waikiki, the imbalance between Waikiki’s built and natural environments, and the
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lack of cultural and recreational facilities for local residents has led some to characterize Waikiki
as a “concrete jungle” and a “tourist ghetto”.” There is a recognition that new investment is
necessary “in order to keep pace with changing tourist preferences, capture new markets, and
match the attractions offered by competing tourist destinations.”%®

Waikiki’s status as a maturing visitor destination is not unexpected: “Most products on
the market are subject to a product life cycle which begins with a surge of interest in a new
product (assuming the product fills a need), followed by a mature stage of slower growth as
competitive products are introduced and the product’s long-term market share is reached. This
phase may be followed by declining market share if the product cannot adapt to changing
consumer desires and tastes”* The challenge is to repackage Waikiki as a new and vibrant
destination to attract new markets: “Sometimes a product in the mature stage can be ‘reinvented’
to widen its appeal and stimulate growth by broadening its market. Services such as tourism
may be particularly adept at this kind of transformation. For instance, in response to the
proliferation of gaming activity in other states, Las Vegas has developed theme parks and
family-oriented entertainment to reposition itself and attract new markets.”*

One type of transformation may be the reinvention of Waikiki as a meeting and
convention-oriented visitor destination following the recent opening of the Hawaii Convention
Center.®® Business travelers, who typically travel for shorter periods of time and often combine
business with some pleasure travel, bring somewhat different expectations from other types of
travelers.’” While the Convention Center is expected to help boost business travel to the State
and generate new jobs,® meeting planners maintain that Hawaii has “only a brief window of
opportunity to establish itself as a premier meeting and convention destination” and must move
aggressively against competition to attract business to the State, including addressing the
perception among planners who “consider Hawaii to be only a fun destination where serious
business cannot be conducted.”® It is also argued that “simply having a convention center or
spending millions of dollars on expensive television advertising is not enough to sell a visitor
destination”; rather, “it is customer satisfaction that brings people back. People want nice hotels,
their personal safety assured and interesting attractions.” *®°

D. Other Factors

In addition to the issues discussed in section 3 of this chapter, other factors affecting the
pace of development in Waikiki include the following, many of which are not limited to Waikiki,
but affect the State as a whole:

Stagnant state economy. Although the United States is currently in its seventh
year of economic expansion, and the revenue picture for most states is bright,'*
Hawalii’s economy has been stagnant during roughly the same time period. *“For
three straight years, Hawaii has led the nation in an annual cost-of-doing-business
survey by Regional Financial Associates, and last year it ranked fourth highest in
the rate of business failures. Even the $11.6 billion tourism industry has suffered,
with more than half of the state's 770 hotels currently operating in the red.”**? The
head of the Federal Reserve Bank for the 12" District, which includes Hawaii, has
noted that “Hawaii’s eight-year economic malaise likely has been the longest
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regional downturn in the nation”, and that Hawaii’s economy is not likely to
rebound until Asian economies, particularly that of Japan, improve.'®®

Japan’s economic crisis. Japanese investment and tourism plays a large role in
Hawaii’s economy. In 1997, Japanese visitors contributed forty percent of total
expenditures; Japanese tourism generates $240 million in annual payroll spending
in the State, while Japanese spending at duty-free shops and other services produces
$150 million a year of the annua airport concession fees received by the State.
However, there are aready indications that spending by Japanese tourists could be
as much as $130 million lower than in 1997, mostly because of Japan’s financial
and banking crises and the diding yen. Visitors from Japan and Asia have aready
dropped thirteen percent over 1997. International economic experts maintain that
Japan’s financia crisis is more firmly rooted than most people redlize, and that
Hawaii’s aready troubled economy is at risk because of it: “... a mgor fal in
Japan — making the Japanese unwilling to travel and exacerbating the economic
meltdown already happening in much of Asia — would be a major setback for the
islands.”*® In May, occupancy rates in Waikiki fell below seventy percent for the
first time since 1985,'® while in August, usually one of Hawaii’s strongest tourism
months, “[t]he continuing plummet in the number of visitors from Japan pushed
Hawaii’s hotel-occupancy rate to its lowest level in 15 years.... In Waikiki, the
number of occupied hotel rooms tumbled 3.8 percent in August to 78.9 percent. It
was the lowest occupancy rate on Oahu in nearly 20 years....” %

Stock market uncertainty. Just as Hawaii’s tourism industry is trying to recover
from a drop in Asian visitors, who are also spending less money while in Hawaii,
combined with a summer strike by Northwestern Airlines’ pilots that cost the State
about $2.5 million per day, concerns about the stock market and foreign economic
problems “could shake consumers confidence on the Mainland, and bite into a
visitors market that has so far helped to prop up Hawaii’s sagging arrival numbers,
according to local experts. It also could take atoll on local consumer’s confidence,
causing even further tightening of purse strings.”*%’

Unfriendly business climate. A widely-held perception is that the State has an
unfriendly regulatory atmosphere and antidevelopment attitude. This perception is
held in part because Hawaii’s “taxes, regulations, and worker mandates are among
the most onerous in the country. Itsjudiciary often stifles development. ... Many
locals blame the state’s woes on the lingering ‘plantation mentality,” a holdover
from the 1950s and 1960s when strong unions protected agricultural workers from
the power of corporations.”'® Perceived shortcomings in the State’s collective
bargaining and civil service systems have aso contributed to the view of an
inefficient government bureaucracy.’® Employee mandates, “many of which are
the most stringent in the nation”, include the requirement that employers pay
virtually all of their workers' health insurance premiums.**°

Land speculation. The Chair of the Department of Urban and Regiona Planning
at the University of Hawaii, Professor Karl Kim, maintains that land speculation in
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the 1980s and the current correction in prices arguably plays a much larger role in
Waikiki’s development problems than that of government red tape. Land
speculation, by both Japanese and other foreign investors in the 1980s, resulted in
price escalation in Waikiki. As patterns of foreign investment changed, Waikiki
became more globalized. Essentialy, people paid too much money for Waikiki
properties, and many of Waikiki’s current land problems may be due to a correction
in prices. Recent reports of hotel sales in the Waikiki area appear to support Kim's
arguments:. “On a price-per-room basis, Waikiki hotels are selling on average for
half of what they were going for in the peak year of 1989...".*! In addition, Kim
argues, during the period of price escalation, there was little attempt to manage or
mitigate foreign investment in Waikiki, such as requiring the build up infrastructure
reserves through exactions or development agreements, or by assembling parcels of
land through better planning, and marketing them to investors,'2

Leasing commercial property and high lease rents. Most businesses in Hawalii
do not own the land underneath their properties, but instead pay rents to
landowners, which increases the cost of doing business. Generadly, the practice of
leasing commercia property, rather than alowing direct business ownership,
“continues to scare off business investment.”'*®* A related problem is that in the
renegotiation of lease rents, land values may be exaggerated under appraisa
methods that use comparable properties financed with Japanese funds during the so-
called “Japanese bubble period” in the late 1980s.***

Resort life cycle. The Dean of the School of Travel Industry Management at the
University of Hawaii, Professor Chuck Gee, maintained after extensive study that
resorts, like most products, have life cycles, and generaly progress through the
following four phases:

1. Discovery. A newly developed area becomes a destination as the more
adventuresome travelers find it and tell their friends. Tourist infrastructure
and services are developed to a moderately high level, enabling high levels of
patronage.

2. Transfer of Ownership. The pioneers cash in on their high risk investments.
Locals lose control to absentee owners. There is substantial expansion of
tourist infrastructure and services, and solid market growth.

3. Maturity. Characterized by full occupancy and only occasional reinvestment.

4. Harvesting and Decline. The “milking mode” where owners and operators
capitalize on an established market base with little or no reinvestment, leading
to afull-fledged decline!*

Industry experts generally characterize Waikiki as a “mature” or “maturing” resort
destination, which is recently beginning to experience some of the problems
associated with that label, including aging infrastructure and lack of
reinvestment.**®
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High hotel room taxes. Hawaii’s transient accommodations tax has been used to
shift a portion of the State’s tax burden to visitors. That tax was recently raised,
upon the recommendations of the Economic Revitalization Task Force, to establish
a dedicated source of funds for tourism.**’ The President of the Hawaii Hotel
Association has argued, however, that high hotel room taxes are counterproductive
in Hawaii as opposed to other cities. Hotel guests in highly taxed mainland cities,
such as Los Angeles and New York, are predominantly on business trips that are
paid for by corporate expenses accounts, so that a hotel room tax does little to deter
those travelers from doing business in those cities. Hawaii, on the other hand,
differs from these destinations “in that amost al of our visitors have a choice
where to go for their vacations, which are paid for out of their own savings. If they
feel taxes imposed on them are too high here, they can simply choose to seek aless-
expensive option, or at the very least, reduce the length of their Hawaii stay or their
spending while they are here”'® High hotel room taxes are part of Hawaii's
overal high prices that some mainland and Japanese visitors say they dislike most
about Hawaii.**°

Waikiki hotel room cap and moratorium on hotel construction. It has been
argued that because of the 1977 “visitor unit cap” placed on the total number of
rooms alowed in Waikiki by the Honolulu City Council, combined with the more
recent five-year moratorium on new hotel construction,*® “there has been a 20-year
disincentive for investors to build anew. There have been severa renovations due
to new tax credits, but only on a few properties. As aresult, the hotel stock lost its
freshness and Waikiki has gone down-market, with the attendant social problems of
street crime, prostitution, litter and social alienation.”*** Waikiki’s hotel room cap,
according to some,*** has discouraged renovation in an industry that requires
continua updating to draw back visitors.**®

Ordinances discouraged renovation of nonconforming structures. Another
reason given for Waikiki’s deterioration is that the Waikiki Special Design District
ordinance, which was enacted by the Honolulu City Council in 1976 to regulate
land uses in Waikiki (later changed to the “Waikiki Special District”, or WSD),
“made 90 percent of the buildings in Waikiki nonconforming, so any remodeling
would require a complete teardown.”*** |n 1996, the City and County Planning
Department also found that the existing WSD ordinance, whose goal was to
maintain Waikiki’s current and future economic viability, was actualy a major
impediment working against improvement.*® As discussed in chapter 3, the WSD
ordinance was subsequently amended in 1996 to address the problems identified by
the City’ s Planning Department.

Trend toward neighbor islandsresort areas. Tourists have begun to expand their
sights away from Waikiki to the neighbor islands. “American visitors, many of
whom have been here before, increasingly bypass Waikiki, heading straight to
newer, more laid-back Neighbor Island Resorts. Some Japanese are beginning to
follow them.”*?® Many repeat visitors to Waikiki have expressed a “been there,
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done that” attitude towards Waikiki and have gravitated to Maui, which has catered
to high-end demographics of professionals and corporate executives, or to smaller,
select markets on the Big Island, Kauai, and Lanai.**” Waikiki’s declining appeal is
reflected in visitor trends. while statewide visitor arrivals and hotel occupancy rates
are down compared to 1997, and Waikiki hotel occupancy rates showed their worst
July in five years despite aggressive discounting programs by Waikiki hotels, the
Big Idand and Kaual had increases in visitor arrivals from the previous June. July
occupancy of Kauai’s and Maui’s hotels and resort condominiums also rose in July,
although average Maui and Kaual room rates declined dlightly. The Big Iland’'s
success has been attributed in part to the corporate market, including meetings,
conventions, and incentive travel, while Kauai’s growth has been attributed to
United Airline’s new daily service from Los Angeles to Lihue.'?®

Endnotes

! Senate Concurrent Resolution No. 153, S.D. 1, H.D. 1 (1998), p. 2, lines 29-32.
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